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A Straightforward Look at Business Computer Basics That Can Save You Money
— by Brooks L. Hilliard
Thefollowing is reprinted from Business Automation Bulletin,
which is published bimonthly by Mr. Hilliard, President of
Business Automation Associates, a consultingfirm in Phoenix
Arizona which focuses on the selection and use of computers
for medium-sized and small businesses. Complementary subscrip
tions to the Bulletin are available by calling BAA at 602-264-9263.
This article focuses on the recent changes in the
internal components of the computer itself. For each
component, the article emphasizes the importance of the
change and whether businesses really need it.
HOW COMPUTERS HAVE CHANGED
Advances in technology affect the computer’s internal
components as much or more than any other kind of
hardware. The items of most interest are the central pro
cessors (i.e., the processor “chips”), monitors, disk drives,
keyboard and mouse. Each of these is covered below.

Central Processors
It wasn’t long ago that selecting a computer company
was practically a lifetime commitment. All the common
computers were incompatible with one another, creating
nearly prohibitive conversion costs anytime a buyer
moved from one to another. Intel 80-x86s (80386, 80486,
etc.) were used only for PCs, Motorola 860x0s were used
primarily for Macintoshes, and several manufacturerspecific (i.e., proprietary) processors dominated the
market for larger machines (I’ve lumped these propri
etary processors into a single group for simplicity, but
there are dozens of processors in this group, all of which
are incompatible).
Now all these processors are converging into
two categories:
• Intel-type chips (including’486s, Pentiums and
“clones” of these chips built by other chip makers).
• RISC chips (including the IBM/Apple/Motorola
PowerPC) that are largely compatible with each other
and can run much of the same software. (Note:
they’re called “RISC” chips because they use a
technique known as “Reduced Instruction Set
Computing,” not because they’re particularly risky.)
This change benefits computer buyers because
there’s lots of competition in both these areas, creating a
rapid price decline in all computer prices.
Here are four things buyers need to know about
these processor types:
• Some computer makers still sell systems built with
proprietary chips (e.g., Digital, IBM and a few others)

but, unless you need them to maintain compatibility
with existing software, it’s best to avoid them.
• PC software only runs effectively on Intel chips for
now (but if IBM delivers on its promises, it should
run as well or better on PowerPCs next year).
• Macintosh software only runs on PowerPC and 680x0
chips now (but that may be changing too).
• Network and multi-user business software can usually
run on either RISC or Intel-based systems. But most
network software is designed for Intel environments
and most business software (i.e., those for sales,
accounting, etc.) runs faster - and often better on RISC systems.)
Despite the differences, the one thing all the
different chips have in common is constantly improving
performance and constantly declining prices. Normally,
as soon as a newer, faster version comes out (which can
happen several times a year), the chip-maker will price it
at about the same level as the previous top-of-the-line
chip, the price of which is then reduced. The good part
about this is that many computer buyers (i.e., all but the
most aggressive “power-users”) can make a substantial sav
ings by buying systems built on one- or two-generation-old
chips, and never notice the difference. However, it usually
isn’t smart to buy PCs built on a chip that’s been out for
more than a year or so, because (even though it may still
work perfectly well) it will soon become obsolete as new
software begins to surpass its capabilities.
Another factor to consider is the central computer’s
internal memory, called RAM. Most mass market PCs
now come with 4 megabytes (4MB) of RAM. This really
isn’t adequate to run most graphical-based software.
(Ed. note: Most business computer applications already
are or will soon be run off graphical-based platform, i.e
Windows, Unix, etc.) Running the most widely used pro
grams with reasonable speed takes at least 8 MB of RAM
and 16 MB is seldom wasted.
There are fewer rules of thumb for picking multi
user computers and servers. One thing that’s always true,
however, is that matching the computer’s speed and RAM
to the application and the user count (including future
growth) is much more important than obsolescence. In
most cases, the software company is the best advisor when
“sizing” a computer for a given application.
Another processor-related change is the incorpora
tion of advanced “busses” that transfer data much faster
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New Self-Study Courses and Video Courses for CPA Financial Managers
Save 10% when you order 3 or 4 complete courses!
NEW! Selected Readings for
Financial Executives: Series 3
Covering everything from technical topics to management
issues, you’ll find nearly 50 articles that can sharpen your
insight, expand your outlook and add to your financial
management skills.
Recommended CPE Credit: 8 hours
Format: Text (730538CLM) $79.00 *

NEW! Strategic Performance Measures:
An Emerging Management Tool
Learn how to recognize the inherent weakness in tradi
tional after-the-fact financial reporting for supporting
current business decisions. This readings course will help
you understand:
• The basics of developing a strategic performance mea
surement system that reflects the company’s value chain.
• The importance of a measurement system for cross
functional teams for business planning, product
development, production and performance reporting.
• The need to manage processes for enhancing
customer value and reducing cycle time.
• The importance of the customer perspective in
performance measuring systems.
Recommended CPE Credit: 8 hours
Format: Text (730435CLM) $79.00 *
( * These courses are not eligible for the 10% discount.)

NEW: Total Quality Management in
Accounting and Finance
Find out how to help your business survive and thrive
by implementing TQM within your organization.
This fascinating course helps you discover:
• Why TQM is important to accountants and financial
professionals.
• TQM methodologies.
• How to plan for TQM, including how to organize,
design and develop your TQM Process Model.
• Performance measures vs. traditional financial measures.
• How to integrate TQM into a business plan.
You’ll also find invaluable advice from the winners
of TQM awards, including Federal Express, JCPenny, and
Digital Equipment.
Authors: Mark T Czarnecki, MBA, CPA and
Robert J. Hager, MS

Recommended CPE Credit: 8 hours
Format: Text (737070CLM) $119.00
NEW: Customer Service:
The Key to Your Competitive Edge
In this climate where every dollar is important, you can’t
afford to lose a single customer. This eye-opening course
uses worksheets, examples, checklists and case histories
to reveal the complete process for implementing a
radical change of corporate attitude toward the value of
customers — throughout every level of the company.
Find out how to:
• Use customer service as a marketing tool and a key
to profit and productivity.
• Develop and measure service standards and
satisfaction guarantees.
• Perform employee appraisals and develop methods
to listen to customers.
Author: Peggy Morrow
Recommended CPE Credit: 8 hours
Format: Text (737900CLM) $119.00

NEW! 1994 Tax Developments for
Businesses Videocourse
This 2-hour video provides in-depth coverage of new
tax developments affecting limited liability companies
(LLCs), S corporations, C corporations, and partnerships.
Moderator/Author: Sidney Kess, CPA,JD, LL.M
Recommended CPE Credit: 8 hours group and self-study
Format: 1 VHS Tape/Manual (119327CLM) $129.00
Additional Manual (119527CLM) $30.00

NEW! 1994 Corporate Tax Returns Videocourse
This 3-hour video highlights key changes in the corporate
tax law affecting preparation of 1120 and 1120S returns
for the 1994 tax year.
Moderator/Author: Sidney Kess, CPA,JD, LL.M.
Recommended CPE Credit: 16 hours group study and
self-study
Format: 2 VHS Tapes/Manual/Looseleaf (112560CLM)
$199.00
Additional Manual/Looseleaf Text (112562CLM) $80.00
Additional Manual Only (112561CLM) $50.00
To order: Call 1-800-862-4272 (select sub
menu #1), fax to 1-800-362-5066, or write the
AICPA Order Department, P.O. Box 2209, Jersey City, NJ
07303-2209. These courses are also available through
your state society.
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Target Costing as a Strategic Planning Tool
— by Joseph Fisher, CPA
Two major changes in the operating environment
of business firms have led managers to focus on cost
considerations earlier in the product/service life cycle.
First, investment in automation has changed the cost
structure of many companies. More costs are fixed in the
short run, and this change in the cost mix has resulted in
less emphasis on typical management accounting tools
such as cost-volume-profit analysis and budgeting. A high
level of automation and fixed cost implies that most pro
duction costs are determined in the product planning
and design stages. Dramatically reducing product/service
costs at the production stage appears to be extremely
difficult, if not impossible.
Second, shortening of the product/service life cycle
has increased the importance of delivering a competitive
product to the market very quickly. Any errors in product
cost or quality will be difficult to correct in a timely way.
Many firms give cost limited attention at the product
planning and design stages and this lack of concern
about cost early in the process may result in reduced
profitability at the end.
Target costing is a systematic process for addressing
product cost prior to product design. Target cost is
defined as the maximum manufactured cost for a prod
uct. The target cost is not determined through product
design, but rather through strategic and profit planning.
The target cost is set subsequent to determining target
price, target profit, and target volume. Target costing
is implemented at the design stage, but the benefits of
this technique are realized over the entire life cycle of a
product. Target costing is not a daily or monthly produc
tion cost control technique. It is a cost planning tool
that addresses cost considerations through product
specifications and product design.
I have studied the implementation of target costing
at several Japanese and American firms. The results of
this research can be found in the Winter, 1995 edition of
TheJournal of Cost Management.
The research has identified the following steps in
target cost implementation:
1. The target costing process begins with a product
concept developed by a new product committee.
This proposal typically contains product specifications,
features, options, and development schedules. In
preparing the proposal, the committee evaluates
whether product/service specifications meet
customer requirements.
2. A cross functional committee estimates expected
(target) product price, desired profitability, and
volume. The major input into target price is perceived
customer value. Expected product cost has very little
impact on target price. Target cost is the difference
between target price and desired profit.
3. A committee, typically comprised of engineers and
accountants, estimates expected product or service
cost. If possible, the estimated cost is based on
adjusting costs from a product or service currently
produced. The difference between target
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and estimated cost represents the cost reduction target.
This overall cost reduction goal is spread
to various cost (component) categories based
on agreement between the engineering and accounting
departments.
4. In the product design phase, the product
specifications from the product planning stage are
used to engineer a working prototype. The target
costing techniques in this phase focus on value
engineering. Value engineering proposes design and
production methods for attaining the target cost.
The evaluation of target cost attainment is possible
only with a timely flow of product cost estimates,
and prototypes are an essential component in
estimating product cost. Throughout the design
phase, estimated and target costs are compared.
Designers are instructed not to proceed with a
design without achieving the target cost reduction.
In a manufacturing environment, for example, this
phase culminates with the ordering of the production
molds and dies.
5. Once production begins, the formal target
costing method is completed. The Japanese define
production as the cost maintenance phase. They
believe that costs cannot be dramatically reduced
at production, the costs can only be maintained.
Consequently, the firms put little energy in
attempting to reduce costs at production. A standard
cost system is the chief form of cost control. Target
costing continues to be important for two reasons.
First, standards used in the standard cost system are
based on the target cost numbers. Second, the actual
costs from the current product or service are the
starting point for estimating costs for the new
generation of products.
In conclusion, traditional cost analysis has focused
on the decisional roles of cost information in process
determination. In addition, traditional cost analysis has
been applied at the production stage on the mistaken
notion that because many costs occur in production, the
costs must also be determined in production. Traditional
cost analysis can be misleading for several reasons:
1. Most production costs are determined prior to
production. Therefore, cost reduction activities
at the production stage are misguided.
2. Many product prices are market determined and
not cost determined. Therefore, to focus on cost
as a determinant of product price is to risk bringing
to market a product that is not priced competitively
or returns a low profit.
3. The absence of cost as a design specification may
result in inefficient product design. For example,
features that cannot be cost justified may be added to
a product.
The changing environment of industry has resulted
in more costs being determined in the product planning
and product design stages. Target costing links strategic
Continued on page 6
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Immunize YourselfAgainst Burn-out
The following was included as handout materialfor a session at
the AICPA’s 1995 Fall National Industry Conference presented
by Dr. Herb Agan, a psychologist, family therapist and public
speakerfrom Houston, Texas. We believe it is sound advicefor
the busy CPA financial manager.
Burn-out is a term used by psychologists to describe
a syndrome in which chronic emotional stress leaves
one completely exhausted mentally, physically, and
emotionally. Some of the symptoms include loss of inter
est in work, disillusionment with life, a tendency to “lash
out” or “withdraw” from family and friends, proneness
toward accidents or chronic illnesses, and a decrease in
job efficiency.
Prime candidates for this condition are people
who are enthusiastic and tend to over-extend themselves.
It is particularly prevalent in occupations that: 1) require
constant emotional stress in dealing with people who are
sick, immature, irrational, hostile, angry, or emotionally
starved, 2) require more overtime without a clear demar
cation between one’s work time and free time, 3) require
the worker to feel very involved and somewhat responsi
ble for other people, and 4) require so much time and
energy in the job that there is little energy left over to
enjoy the other aspects of one’s life. This does not imply
that people involved in occupations with the above
mentioned hazards should not have idealism or dedica
tion to their jobs. However, persons engaged in these
occupations must immunize themselves emotionally to
avoid the “burn-out” syndrome.
Here are some suggestions for emotional maintenance:
1. Accept yourself — physically, emotionally, and
spiritually. Learn where and how you function best.
Try not to tolerate people and situations that make
you feel inadequate and badly about yourself. Place as
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much value on your own needs as those of others.
2. Set priorities — Notice how your life can be rearranged
to save time and energy for things that have meaning
and purpose in life. Refuse to get “bogged down” in
tasks that have no meaning for you.
3. Accept failures and disappointments as stepping stones
to help you make needed changes in your life.
Refuse to continue behavior that has destructive
consequences for you. Do not allow others to criticize
you as a person. Let people know that you will accept
feedback on your behavior and will learn from it or
disregard it as it seems appropriate to you.
4. Be responsible TO but not FOR other people —
Set limits and refuse to put more energy into a
person or situation than the people themselves do.
5. Put some surprises into your life as well as into the lives of
those around you. Take an unplanned mini-vacation
on the spur of the moment; have a winter picnic in
front of the fireplace; try things that you have not
done before; challenge yourself in new areas and with
new people.
6. Show love to those around you — If you are single, think
of yourself as a one-person family and reach out to
people of all ages. When you show love, it makes you
a finer, better person.
7. Accept the realities of life without guilt and bitterness —
If you cannot change the situation, accept it. If you
do not have a compatible personality with one of your
co-workers, adjust to the situation by being congenial
but not spending much time with him/her. Minimize
frustrations instead of dramatizing them. Problems
are a normal part of life, so accept them.
8. Give priority to proper diet and regular exercise.

Continued from page 3

and profit planning to product cost by determining target Joe Fisher is Associate Professor ofAccounting at Indiana
University. He was formerly on thefaculty at the Amos Tuck
costs subsequent to calculating target prices and profits.
School of Business ofDartmouth College, and was a visiting
It should increase in importance as firms become more
automated, as costs are determined earlier in the product professor in the Graduate School of International Business of
the International University ofJapan.
life cycle, and as competition becomes more intense.

4 ■ AICPA/ January 1995

The Financial Manager’s Report

Improving Profitability with Non-financial Performance Measures
— by Gary D. Zeune, CPA, Columbus, Ohio
The problem with financial statements is that they are
lagging indicators of performance, not leading indica
tors, and they are results oriented, not process oriented.
Non-financial performance measures measure the key
success factors that drive the financial results. Think of
business as a ball game. If you want to know who won the
game, look at the scoreboard. But if you want to know
how they won the game, you had to have watched. If
you’re the losing team and want to win the next time,
you can’t do that by watching the scoreboard. You have
to learn how to hit, catch, field and pitch better — get
better at the processes of playing the game.
The key to profitability is to measure the right
information, which many times is not readily apparent.
Finance and accounting professionals are very good at
measuring what’s evident, and exactly quantifiable,
even if it’s of little relevance. But, it’s much better to be
approximately right, than exactly wrong.
You must also challenge conventional wisdom.
In 1988, Xerox began monthly surveys to find out what
customers really wanted. Customers were to rate Xerox
on a scale of 1 (very dissatisfied) to 5 (very satisfied). It’s
goal was to have all customers at the 4 or 5 level, by 1993.
In 1991, after surveying 480,000 customers per year,
Xerox analyzed the results. Conventional wisdom held
that the relationship between customer satisfaction and
revenue was one-to-one, that customers giving a 5 rating
would buy 25 percent more Xerox equipment that a
customer giving a 4 rating. However, Xerox found that
very satisfied customers (5’s), were six times more likely
to buy more Xerox equipment that satisfied customers
(4’s). As a result, Xerox focused its efforts on creating
apostles, customers so satisfied, they become your sales
force, touting to others how satisfied they are.
What kind of non-financial performance measures
might Xerox track. Let’s assume that the copier repair
unit’s revenue declined 10% and costs were up 15% in
the last quarter. No amount of analyzing the financial
statements will reveal why. Only when the work orders are
analyzed will the answer become apparent. For example,
you might find that, on average, repair persons spent 15
more minutes on each call, making them late for the next
call, resulting in a decrease in customer satisfaction,
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and customer retention declined as they sought out
third party repair services. Digging deeper, you find that
of 80% of the overruns on repair time were committed
by 20% of the repair people, and 90% of them had been
with the company less than 12 months, and had attended
the training school which adopted a new training
methodology 18 months ago.
On the other hand, Xerox wanted to avoid
“terrorists”, customers so unhappy that they complain
to anyone who will listen. What’s the answer. Fire your
customers! Retain only those customers which generate
high returns. But how do you identify them? Answer:
Treat each customer as an investment center, and
compute Return on Customer (ROC). Stop focusing
just on sales revenue. Why? Because not all customers
are equally profitable. You aren’t in business to generate
revenue, you’re in business to generate profits. With
ROC, you can reduce your revenue and make more
money. How? Analyze each customer’s total profitability.
That means tracking the below the line cost of serving
each customer. If yours is an average American company,
you are likely to find that the top 20% of your customers
provide 80% of your profits, the middle 60% provide
20% of your profits, and you lose your shirt on the
bottom 20%. Your most unprofitable customers are
very price sensitive, are willing to endure long waiting
times, and demand a disproportionate amount of sup
port services and staff time, which, in most companies,
isn’t tracked to specific customers.
But how do you fire your customers? Once you find
out how much it’s costing to support these customers,
you won’t hesitate to raise prices. Then one of two things
will happen — they will pay the increased prices, making
them profitable customers, or more likely, they refuse
and become someone else’s profit drain. Think about it.
Giving your competitors your most unprofitable customers
is one of your most potent competitive weapons.
Gary D. Zeune is a CPA based in Columbus, Ohio
(614-885-0261) who specializes in strategic and financial
consulting. This article was adapted from Mr. Zeune’s training
course on Non-financial Performance Measures.
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A Straightforward Look at Business Computer Basics
than the main system bus (Note: a bus is an internal data
path that connects different parts of the computer
together). Fast general-purpose busses (e.g., “EISA” and
“microchannel”) have nearly been replaced by special
purpose busses including the PCI bus (for monitors)
and the SCSI bus (for disk drives, CD-ROMs, etc.). SCSI
(short for “Small Computer Systems Interface,” pro
nounced “scuzzy”) busses are also becoming the most
common way of connecting disks to RISC computers.
Finally, many newer computers have what’s known as
an “Energy Star” rating. These systems sense when they’re
idle and drop back into a “sleep” mode that consumes far
less power, cutting energy costs significantly. Then, as
soon as activity resumes, they revert to full speed immedi
ately so no productivity is lost.
Disk Drives
For several years, disk prices have been dropping as fast
or faster than any other computer component, but the
demand for disk capacity has been rising just as fast. The
net result is that you have to spend as much money on
disk drives as ever. This isn’t a coincidence. Software
developers know that disk capacity is “cheap” so they feel
free to use lots of it. This applies to both the programs
and the data they create. A simple letter can easily gobble
up five times as much disk space as it would have used five
years ago. To keep up with this “capacity creep” you need
bigger disk drives.
Size isn’t the only way that disk drives improved ...

Continued from page 1

they’re faster too. This is fortunate because, if it weren’t
for the faster speed, it would take much longer to find
and read today’s big files on today’s big disks than used
to be the case when everything was smaller. The most
economical disks attach to computers using what’s
known as an “IDE” (integrated drive electronics) inter
face, the kind of interface that’s now found on nearly
all desktop PCs. IDE disks work well for individual users,
but they’re not nearly as fast as the newest “SCSI” disks
(see above), the most advanced of which are called
“fast and wide SCSI.”
Because of the constant decline in disk prices, it may
be best to buy less capacity initially than you’ll ultimately
need, then upgrade at a lower price later. As a practical
matter, this means buying:
• 300-500 megabytes (MB) on a single non-networked PC.
• At least 200 MB on a networked PC where all or most
of the applications programs will be stored on the PC.
• At least 25-50 MB of disk in the file server for each
active PC user (with a minimum of one gigabyte)
when a LAN is installed for the first time.
Whatever capacity you buy, make sure you can at
least double it for user PCs, and triple or quadruple it
for file servers.
(Ed. Note: Future issues of FMR will feature Mr. Hilliard’s
advice on more components and other devices, including
printers, communications equipment, etc.)

1995 AICPA Conferences for Members in Industry
Remember to mark down the dates for the AICPA’s four
conferences designed specifically for CPA financial
managers. One of these conferences should be the one
which meets your professional needs and fits into your
busy schedule.

The Spring and Fall National Industry Conferences
May 4-6 Stouffer Esmerelda Hotel,
Palm Springs, California
October 26-28 Broadmoor Hotel,
Colorado Springs, Colorado
The format for each National Industry Conference
allows you to attend eight separate concurrent sessions
and one forum over two and one-half days, allowing for a
maximum of 21 CPE credits. Topics cover a wide variety of
subject areas relevant to your job as an industry CPA and
were chosen to meet the increasing demands of industry
members for cost effective CPE. Concurrent Sessions are
presented by experienced speakers who are selected for
their proven records of expertise and success. The confer
ence structure allows you to choose the topics that are
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most responsive and relevant to your interests and needs.
The AICPA Financial Management Symposia
June 15 The Waldorf-Astoria Hotel, New York, New York
June 22 The Nikko Hotel, San Francisco, California
Begun last year as part of AICPA’s efforts to provide
greater service to a vital segment of its membership, the
Financial Management Symposia are designed to address
the specific challenges facing senior financial executives
of large companies. Speakers for the 1995 programs are
among the most influential people in finance and
accounting such as Jim Leisenring of the FASB and John
Shank of the Amos Tuck School at Dartmouth.

Detailed program information will be provided in
the conference brochures and in future issues of FMR.
All AICPA members in industry will be mailed a brochure
for the National Industry Conference 2 to 3 months in
advance of the program. To be added to the mailing list
for the Financial Management Symposia, you can call
212-596-6247 or write to Elaine Limandri, AICPA, 1211
Avenue of the Americas, New York, NY 10036-8775.
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